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CALFED BAY-DELTA PROGRAM

Memorandum

Date: June 16, 1996

To: Lester Snow
‘ - Program Team

From: Zach McReynolds |

Subject: - Phase II Plan of Finance Development

' Basis of Phase Il Appmach

By the end of Phase 1, stakcholders need to feal oomfortable with the Plan of Finance- fnr
the lonj term solution at the programmatic level. Programmatic level means that they will not’
know specific costs, cost allocations, or the precise mix of the revenue sources and financing
techniques that will be applied to the meeting the costs of specific projects to be identified in -
Phase III. They will have a clear picture of the way in which decisions concerning these issues
will be made, and what the options are for 1mplemcntanon of the Plan of Finance,

In order to reach this level of comfort, stakzholdcrs must rcach the f'oilomng ﬁmdamcntal‘
conclusions related to Solution Principles: |

. The amount they will pay will be reasonahle and acceptah)c relative to the henefits they

B are gaining from the solution(Affordable).

s  The amount they will pay will be rcasondble andd acceplable relutive o the smowats beiug
paid by others(Equitable). :

1

Plan of Finance

Reaching these conclusions will require stakeholders to have a detalled und:rstandmg of
all facets of the Plan of Fipance. During Phase IT, the plan would be to move through the series
of wpics one at a time, developing detail in each area and issuing a white paper for each as it is
exomined thoroughly. Techniocal issues would be addressed by Program staff and consultants.
Policy issues would be discussed by BDAC work groups, BDAC, CALFED, and the stakeholder
community. The topxcs are listed below with a brnief description of the questions that need to be
addressed:
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“What:

How:
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Who: : ‘ '

=+  Who is going to participate in paying for the long term solution? How will
groups be defined? First, define public versus private sector participation.

Eventually. clearly, identify and define all participating seclors.

= What types of eosts will ﬂmy be paying for? Pirst, .idcm:iﬁ‘ and define the basic
cost types: capital, annual, O&M. What other types of costs are implicit: local
custs, ete.? Evmtualhf, quanhfy costs by 1ype and time.

= °  How will the revenue be rmscd?, First, identify what the options are for each
sector to develup revenues o support the busic cost types. Eventually, evaluate
option choices and determine where new sources must be implemented. Interface
-with Water Use Efficiency is necessary, to examine effects of revenue choices on

inccutives, and Qppommmes to create new incentives.
Where: -

= Where will the paymcnts go?- Answcnng this question involves an interface with |

the assurances/msﬁmnons process, which will be providing the fundamenital
institutional structure. First, identify what the institutional structure must provide
to meet financing needs, Eventually, determine how, ﬁnancmg structure can
1mp1ement or support dssurances.

=> When will the flmds be paid? F1rst._. 1dent1fy rough pbasmg sequence. Evennlally,

provide schedule of timing of payments by type, including effects of debt issues,
ﬁnmc:mg techriques,

=>  Why should the sectors pay? This 'questionn is directed at the cost allocation

process. First, what is the bhasis of the cost allacation? Eventually, what
objectives are met; what benefits are accrued? Depends on performande
evaluation uf actions.

Policy Issues

developed, certain policy questions can be anticipated. These questions should be the focus of

Although some pohcy issues wxll not beeome apparent untll the topics are furthar

discussions for the BDAC work group.

. Who:

=  Basic pubhc/pnvate participation. How far should we look for who should be
' im:luded in paying for the solutmn" Fxshmg recreation, rural counnes?

What:

=» + Should alternative approaches be used, such as privatization or price incentives?
Should indirect or non-financial costs be considered? Roquues coordination with
cfficiency d.lscusswns.

When: '

= Sh‘ould mmng assistance be provided when requirements are difficult 1o meet (ie
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Where:
—

How:

‘Why:
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credit or dsferred programs)?
Muost of the umutunonal policy questions are relevant here. anuxrcs coordination

with assurances discussions.

Should new fees or chlargcs be implemented? Which onea? Reqﬁims |

coordination with gﬁ:‘iciency discussions.

Basiy of allocaﬁoh method? Ability to ‘pay consxdcmuon‘? Cost allocatxon
principlés, policy, and mcthodology
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